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PART 2000 - General

SUBPART P - Menorandum of Under st andi ng Between Snal |l Busi ness
Admi ni stration (SBA) and the United States Departnment of Agriculture
Farmmers Hone Adm ni stration (USDA - FnHA)

(Busi ness and I ndustrial Loans)

82000. 751 Ceneral .

The Smal | Business Administration (SBA) is authorized to provide
financial assistance to small business enterprises. The attached Menmorandum
of Understandi ng between SBA and Farners Home Administration (FnHA) has been
devel oped to establish an effective |liaison and coordi nation of activities
bet ween the two agencies to assure pronpt and efficient service to businesses
contacting SBA or FnHA

§2000. 752 Reaching agreenment with SBA.

The State Director and SBA District Directors, or their designees, as
wel |l as appropriate officials at the National Ofice level will establish the
proper |iaison and necessary working rel ationships to inplement the Menorandum
of Understandi ng and avoid duplication of effort in serving the public.

82000. 753 State suppl enents.

State Directors may issue State Instructions, to the extent necessary to
properly inplement the policies of the Menorandum of Under st andi ng.

§82000. 754 - 2000. 800 [Reserved]

Attachnent: Exhibit A
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VEMORANDUM OF UNDERSTANDI NG BETWEEN SMALL BUSI NESS ADM NI STRATI ON (SBA) AND
THE UNI TED STATES DEPARTMENT OF AGRI CULTURE FARMERS HOVE ADM NI STRATI ON
(USDA - FnHA)

PREAMBLE

This joint nenmorandumreaffirms the nmutual desire of the Farmers Hone

Admi ni stration (FrHA) and the Small Busi ness Admini stration (SBA) to cooperate
in the use of their respective | oan nmaking authorities to conplement the
activities of each other and to inprove the econonmic climate in the rura

areas of the country.

GENERAL GUI DELI NES

1. The FnHA administers its Business and Industrial (B& ) |oans and grant
programthrough its State and County O fices. The SBA prograns are
handl ed by its District Ofices.

2. FmHA State Directors and SBA District Directors, or their designees, and
appropriate officials at the National Ofice level will establish a
liaison and periodically coordinate their activities to (a) assure that
i ntended recipients of their prograns are served, (b) define areas of
cooperation for each of the two agencies, (c) enable both agencies to
serve the public nore expeditiously, and (d) provide maxi mum public
benefit fromthe utilization of their respective resources.

3. The National Ofices of the SBA and the FnHA bel i eve that each agency
wi Il achieve better utilization of available resources and the public
will be benefited by the follow ng:

(a) Wen it appears that the need of inquirers or prospective borrowers
contacting either agency can be served as well or better by the
ot her agency they will be advised of the other agency's prograns so
the inquirer can evaluate which will nore effectively or
expedi tiously neet the business needs of the borrower. FnHA State
Directors and SBA District Directors are responsible for
establishing lines of comunication between their offices to
exchange lists of referrals between their program personnel

(b) Wenever an inquirer neets SBA eligibility criteria and size

standards and the | oan needs are within SBA's dollar limts, he wll
be encouraged to apply to SBA for assistance.
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(c) Inquirers seeking SBA assistance who do not neet the size and
eligibility criteria will be referred to FHA

(d) Neither Agency will refuse to accept an eligible application when
the |l ender or applicant insists that he wants to file with a
speci fic agency regardl ess of agency advi ce.

4. SBA District Directors will provide FnmHA State Directors with notices of
all SBA sponsored or cosponsored prebusiness workshops, training courses,
etc., as well as providing FHA with reasonabl e supplies of lists of free
publications and the for sale publications.

COVPANI ON L OANS

5. In certain circunstances, the two agencies may participate in a total
project but will normally have separate borrowers, |oan agreenents,
notes, nortgages, and other |egal docunents. Due to the differences in
the guaranty of the two agencies, sharing of a lien position in
collateral will not be encouraged; however, cross pledging of collatera
may be appropriate.

6. An illustration of total project in which both FnHA and SBA may be
requested to provide financial assistance mght call for FnrHA to
financially assist, either directly or indirectly, in the acquisition and
construction of the land and buildings (an industrial park could be part
of the total project), and SBA is requested to finance the commerci al
tenant's machi nery and equi pnent and to provi de working capital.

7. Separate applications are necessary for each agency and will be processed
i ndependently. However, the | oan specialist for each agency is required
to establish a liaison with his counterpart in the other agency when an
applicant applies to both agencies for assistance in different aspects of
the total project.

8. Copi es of the same feasibility, technical, or market studies, business
pl ans, appraisals, and other supporting docunents will be supplied with
the application to each agency where conbi ned funding is contenpl at ed.

9. The approval by either agency of its loan will be conditioned on the |ike
approval by the other agency of its loan. A copy of each agency's terns
and conditions for approval (SBA's |oan authorization and FmHA' s
condi tional commtnment for guarantee) will be supplied to the other
agency.
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Wthin the limts of their regulations, each agency nust approve changes
in their own approval docunents, such as change of tenants, scope of
operation, nethods of financing, etc., after discussion with the other
agency and notify the other agency of their action on each nateria
change request received.

Loan cl osi ng and di sbursing functions will be perforned by each agency in
accordance with their respective regul ations.

Loan servicing procedure prescribed by each agency will apply to each
agency's |l oans. However, if either agency receives any indication of an
adverse change, including notice of past due paynents, it wll

i mredi ately provide the other agency with the adverse information and,
when possi ble, the corrective action being proposed. Wthin the confines
of each agency's regulations, no corrective action will be taken by

ei ther agency without discussing proposed corrective action with the

ot her agency and determining the possible adverse inpact on the other's

| oan, guaranty, or grant.

Al liquidation situations will be handled on a case by case basis. FnHA
State Directors and SBA District Directors are responsible for

determ ning that their personnel are guided by the principle of
mnimzing the total loss to the government and that all [|iquidation
action or options adopted or guided by this principle.

Each agency will nornmally take a prior lien on those assets purchased
with its | oan proceeds. The |oan specialists for each agency wil |
nmutual |y determne their respective lien position on other assets
avai |l abl e as coll ateral

OTHER GUI DELI NES

The services of FnHA and SBA to | enders and applicants are, by mutua
agreement, those that each agency would provide any eligible applicant in
the normal course of business and there will be no rei nbursement by
ei t her agency to the other for such services.

The National Ofice of FnHA, B& Division, and the Central Ofice of SBA
O fice of Financing, or Ofice of Portfolio Managenent, as appropriate,
will cooperate with each other in counseling their field offices and in
resol ving problens in specific cases.

This agreenent may be anmended at any tine by witten agreement of both
parties.
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18. This agreenent shall take effect upon the date of the execution thereof.

/sl Thomas S. Kl eppe /sl Frank B. Elliott
Thomas S. Kl eppe Frank B. Elliott
Admi ni strator Admi ni strator
SBA FrHA
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